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Indeed, it is interesting to note that both AT&T and MCI are in the business of providing
both retail and wholesale long distance services. Both also offer promotional long distance
discounted rates for those services provided to end users at retail. The purpose of these
promotions is to provide their consumers with a competitive price for their product in the long
distance marketplace.

It is aso quite common for long distance carriers to provide bulk long distance services at
wholesale prices to other carriers. These services sold at wholesale prices are then packaged and
marketed as retail products and services to the end users. Certainly, thisis the manner in which
most wholesale/retail markets operate. What is not an operative practice in the long distance
marketplace, however, is the offering of the long distance carrier's promotional product for
resale. It isincongruous and at odds with the intent of promotional offerings. For example,
AT&T would not allow resale of a promotional aspect of one of its True Calling Plans. It just
does not make any sense. Promotional products are intended to impact the end user purchasing
behavior with a pricing action. They are discounted to directly affect the purchaser's behavior of
the service or product. Wholesale pricing of a promotional product isillogical, and fliesin the
face of market redlities.

There is no reason for reconsideration of the exclusion of promotions from the resale
provisions of Section 251(c)(4). It isatransparent attempt on the part of AT& T and MCI to

obtain an additional increment of resale discount, and the proposal should be dismissed.
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D.  Performance Standards

Teleport argues that the Commission should establish performance standards for
incumbent LECs and that incumbent LECs should provide quarterly reports on meeting these
standards. Teleport’s request should be rejected.

Such performance standards would inevitably fail to take into account differencesin the
administrative and operations support systems and test equipment utilized by LECs.
Furthermore, LECs may be subject to different State service standards. The Commission has
rejected mandatory performance standards in the context of expanded interconnection, preferring
to leave such matters to negotiations. The same approach should be followed here.

E.  Line-To-NID Connection

MFS requests that the Commission order incumbent LECs to permit a new entrant to
connect its loops directly to the incumbent LEC’s Network Interface Device (NID). MFS’s
request should be denied.

In the Order, the Commission found that the line-to-NID connection method was neither
necessary to promote competition nor clearly technically feasible.” MFS has presented no new
arguments or changed circumstances which warrant revisiting this issue. Furthermore, such
connections raise significant health, safety and network reliability concerns.

F. AIN Access

MCI requests that the Commission further unbundle AIN capabilities, including triggers
for delivery to a third party SCP and interconnection to a third party’s AIN SCP database.

MCI’s request should be rejected.

* Order, 99395-396.
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In the Order, the Commission declined to order such interconnection noting the technical
feasibility of such interconnection had not been determined and that concerns about network
reliability, security and access to customer proprietary information remain unresolved.”* MCl
has not shown any changed circumstances to warrant deviation from this finding. Such
interconnection would effectively require the incumbent LEC to relinquish control over the
operations of its switch, thereby leaving the switch vulnerable to amultitude of potential harms.
Mediation mechanisms to protect data in the incumbent LEC’s AIN SCPs and ensure against
excessive traffic volume do not currently exist at the pertinent network elements.*

In order to ensure network reliability and non-discriminatory access to AIN capabilities
for al carriers, the development of new capabilities must reside on incumbent SCPs where
incumbents must have arole in directing and administering their development.” If acarrier is
alowed to develop and test its own software for deployment on its own SCP which will respond
to queries from NY NEX's switch and control call processing there, the incumbent LEC would be

unfamiliar with the resident software and its capabilities, and would be unable to detect messages

* Order, §Y501-502.

*  MCI's contention that existing mediation functionsin the SS7 network are sufficient to

prevent harm are incorrect. The gateway screening functions that STPs perform today ensure
the proper origination and termination points of SS7 traffic on a service-specific basis. On
the other hand, since the interconnection of athird party’s AIN SCP will be controlling the
call processing in NYNEX’s switch, the incumbent LEC must be able to evaluate and verify

that the content of these SS7 messages is appropriate without specifically knowing what the
serviceis. This ability is what does not exist.

At aminimum, this role must include the ability to test how these capabilities will impact the
network, etc.

36
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that are ingppropriate or that are otherwise potentially damaging to the overall network, specific
network elements or individual services.”

G.  Cdllocation Charges

MCI argues that the charges imposed by incumbent LECs for collocation should be based
on forward-looking rates and that proxy ceilings using the tariffed rates developed in the
Expanded Interconnection proceeding are improper. MCI is incorrect.

NYNEX’s charges for collocation comport with the Commission’s TELRIC principles.
In fact, NYNEX’s collocation charges are probably lower than those that would be produced by a
TELRIC codt study.®™ For example, NYNEX's labor rates used to calculate its charges reflect
only current labor rates; they do not provide for likely labor rate increases in the future.

The Commission indicated that “[c]osts must be attributed on a cost-causative basis.
Costs are causally related to the network element being provided if the costs are incurred as a
direct result of providing the network elements, or can be avoided, in the long run, when the
Company ceases to provide them.” NYNEX's vendor costs for collocation node construction
and extraordinary power, and its costs for engineering labor devoted to the provision of
collocation are the direct result of providing physical collocation to the particular collocator. If

NYNEX were not providing that arrangement, NYNEX would not incur those costs.

37

To that end, MCI’s determination that the Manhattan LNP trial was conclusive is equally
inappropriate. The Manhattan LNP trial was a very limited test which was service-specific
and closely monitored. The messages translated between the switch and outside database
were agreed upon ahead of time and were not deviated from during the trial. Importantly, no

“live” customers were involved. Likewise, the examples of 800 and LIDB which MCI cites
are similarly inappropriate.

*®  Of course, the Commission's use of TELRIC is under judicial review.

¥ Order, q 691.
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NYNEX's charges for floor space and cable space are computed on NYNEX'sland,
buildings and cable expenses on a per central office basis. Thus, collocators are only charged an
alocable cost for the specific central officesin which they choose to collocate. These charges
are also consistent with the TEL RIC methodology which permits allocation of forward-looking
common costs, such as land and buildings. Again, NYNEX’s current rates are likely somewhat
lower than those which would be produced under afull TELRIC analysis. NYNEX’s floor space
and cable space costs are computed using booked expenses including depreciation. If NYNEX
were to project future costs to construct those existing central offices, those costs are likely to be
higher, thus reflecting higher land, labor and materials charges without the offset for depreciation
reflected in its current booked amounts.

H.  Geographic Rate Deaveraging

Severd petitioners suggest that the issue of geographic rate deaveraging, especialy for
loops, needsto berevisited. AT&T claimsthat rate deaveraging must include al loopsin a state,
not just the loops in the incumbent LEC’s area.* Sprint notes that deaveraging proxy rates for
loops may divert resources away from developing cost based unbundled loops.” MFS questions
whether every individua rate element needs to be deaveraged.” ALTS suggests that the
deaveraging of loops be accomplished by segmenting wire centers into loop density groups.®

All of these proposals should be rejected.

© AT&T, pp. 26-28.
“ Sprintp. 7.
2 MFSp.20.
“ ALTSp.2.
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In its proposed rules, the Commission directed establishment of different rates for
elements within the states to reflect geographic cost differences. Deaveraging of elementsinto
cost related zonesis a reasonable concept asit alows rates to reflect the underlying cost
differences among areas that the incumbent LEC serves. However, inclusion of all incumbent
LECs in some state-wide deaveraging concept does not assure that each LEC will recover its
costs since some LECs’ costs may be higher than the average.

In addition, segmenting loop costs by wire centersis not required. Cost causative factors
do not need to be specified at awire center level, aswire centers and areas can be aggregated into
similar groupings for the purpose of rate deaveraging. The use of cost causative rate deaveraging
will insure that those elements that need to be deaveraged because of an underlying cost
characteristic will result in rates that vary within the state. To the extent that underlying cost
relationships do not vary by geography within the state, there will not be a need to reflect any
differencesin rates within that state.

l. Sub-L oop Unbundling

ALT and MFS argue that sub-loop elements must be made available as unbundled
network elements. MCI contends that loop distribution should be made available on an
unbundled basis. Loop distribution is the portion of the loop from and including the network
interface device at the customer premise to the feeder distribution interfaces that reside outside
the central office environment. This could consist of, among other things, digital loop carriers,
aeria terminas, buried terminals, subscriber cable terminals and balcony terminal applications.

In the Order, the Commission declined to require sub-loop unbundling based on the

record evidence. The Commission noted that the proponents of sub-loop unbundling had failed
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to address the technical concerns and the concerns regarding network reliability raised by
incumbent LECs. The Commission agreed with the incumbent LECs that “at this stage, based on
the current record evidence, the technical feasibility of sub-loop unbundling is best addressed at
the State level on a case-by-case basis at this time.”*

The Commission’s determination that sub-loop unbundling should be considered on a
case-by-case basis is the only workable approach to thisissue for a variety of reason. Included
among the concernsisthe fact that there is no one standard configuration of sub-loop elements.
Given the variety of sub-loop configurations and the lack of standards and interfaces for sub-loop
transmission elements, a generic mandate would be impossible to administer. Moreover, because
loop configurations today can vary tremendously, requiring a certain subset of elements under
the loop to be opened to interconnectors in effect will dictate a de facto loop configuration that
would place awholly unnecessary and inefficient constraint on network design.

An additional impediment to a generic sub-loop unbundling mandate is the fact that sub-
loop unbundling does not occur at natural interconnection points As a result, existing
provisioning, testing, tracking, maintenance, and billing systems would need to be modified
significantly -- at substantial cost -- to accommodate any type of sub-loop unbundling. Thisis
dueinlarge part to the fact that loops were never designed to be segmented or controlled by
numerous carriers. In many cases, NYNEX would be required to substitute manual systems for
existing automated systems for some period of time while new automated systems were being

designed and devel oped to accommodate sub-loop unbundling.

“ Order, 94 376,391
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While NYNEX has no objection to negotiating sub-loop unbundling with requesting
carriers, it makes no sense for the Commission to mandate sub-loop unbundling when incumbent
LECs themselves have figured out how to implement it. To NYNEX’s knowledge, na LEC has
devel oped, tested or implemented sub-loop unbundling precisely because of the serious questions
surrounding its technical feasibility.

For the foregoing reason, NYNEX submits that the Commission should not order
incumbent LECs to provide sub-loops on an unbundled basis, but rather should leave the issue to

negotiation between the parties.

V.  PAGING COMPANIES SHOULD NOT BE CLASSIFIED ASLOCAL

EXCHANGE CARRIERS AND SHOULD NOT RECEIVE RECIPROCAL
COMPENSATION

A. Paging Companies Do Not Provide Telephone Exchange Service
gr Exchange Access

AirTouch Paging, Paging Network, Inc. (“PNI”) and others argue that the Commission
erred in its determination that paging companies do not provide “telephone exchange service.™
AirTouch states that the Commission found in the Order that “at a minimum” cellular, broadband
PCS, and covered SMR providers provide telephone exchange service. AirTouch argues that the
use of the clause “at a minimum” indicates that the Commission has | eft the door open for
inclusion of other carriers in the telephone exchange service provider category.* PNI argues that
the Commission’s determination that paging companies do not provide tel ephone exchange

service is both wrong and inconsistent with prior precedents and the conclusion that the

s AirTouch, pp. 7-12; PNI, pp. 13-17.
* AirTouch, p. 7.
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Commission reached in the Order (at 4§ 1013-15) that CMRS providersin general offer services
that are “at aminimum” comparable services to telephone exchange service."

AirTouch and PNI both ignore three fundamental redlities: (1) in the Order, the
Commission repeatedly distinguishes paging service providers from cellular, broadband PCS and
SMR providers; (2) the service provided by paging service providers does not meet the Act's
definition of either telephone exchange service or exchange access; and (3) the Commission does
not find that paging service is “at a minimum” comparable to cellular, broadband PCS and SMR
Services.

In the Order, the Commission concluded that CMRS providers meet the statutory
definition of telecommunications carriers and stated that all CMRS providers offer
telecommunications. Under Section 25 |(a) of the Act, all telecommunications carriers must
interconnect directly or indirectly with the facilities and equipment of other telecommunications
carriers. In defining the interconnection obligations of incumbent LECs under Section
251 (c)(2)(A), the Commission stated that an incumbent LEC must provide interconnection with
itslocal exchange network to any requesting telecommunications carrier for the transmission and
routing of telephone exchange service and exchange access.* However, the Commission

excluded paging service providers from those CMRS providers with whom incumbent LECs

must interconnect.*

‘" PNI, pp. 13-14.
“# Order, 7 1009.
“ Order, § 1013.
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The Commission correctly distinguishes paging service providers from other CMRS
providers based on the definition of telephone exchange service. The Act defines telephone
exchange service as service within a telephone exchange, or within a connected system of
telephone exchanges within the same exchange area operated to furnish to subscribers
intercommunicating service, or (B) comparable service provided through a system of switches,
transmission equipment, or other facilities (or combination thereof) by which a subscriber can
originate and terminate a telecommunications service. Based on this distinction, the Commission
concluded that “at aminimum” cellular, broadband PCS, and covered SMR providersfall within
the second part of the definition because they provide comparable service to telephone exchange
service.® The Commission again correctly excluded paging service providers because these
providers do not provide either telephone exchange service or exchange access.

PNI is plainly incorrect in inferring the Commission’s Order isinternally inconsistent.”
The Commission correctly and consistently distinguishes paging service providers on the basis
that they do not provide telephone exchange service or exchange access.* Both AirTouch and
PNI also suggest that a Webster's Dictionary definition of “intercommunicating” is broad enough

to include aone-way only service. That, of course, ignores the plain language of Section 3(47)

50 m
' PNI, p.13.

2 “We further note that, even if we were to classify some CMRS providers as LECs, other

types of CMRS providers, such as paging providers.might not be so classified because they
do not offer local exchange service or exchange access.” Order, § 1005 (emphasis supplied).
“Paging is not ‘telephone exchange service’ within the meaning of the Act becauseit is
neither intercommunications service of the character ordinarily furnished by asingle

exchange’ nor ‘comparable’ to such service. See 47 U.S.C. $153 (47).” Second Report,
p. 141 n. 700.
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of the Act which defines telephone exchange service as a service that enables a subscriber to
originate and terminate a telecommunications service. Customers of a paging service provider
are incapable of originating telecommunications utilizing the facilities of the paging service
provider.

AirTouch and PNI attach identical charts which allegedly support their contention that
one-way paging service provides afunctionally equivalent service to that provided by
cellular/PCS, SMR, IMTS and Air-to-Ground services. The charts are incomplete and
misleading in their omission of arrows on cellular/PCS, SMR, IMTS and Air-to-Ground services
chartsindicating the capability of originating calls from subscribers of those services which
terminate on either a LEC’s or another land-line service provider’s network, or, in the case of
cellular/PCS, to another cellular/PCS customer on the same or a different cellular/PCS system.
The omitted arrows on the charts indicating the ability to originate telecommunicationsis the
fundamental distinction between these CMRS providers and paging service providers.

B. Reciprocal Compensation Arrangements Should Not Be Applied To
One-Way Paging Services

Reciprocal compensation arrangements should not apply when service and compensation
payments are exclusively one-way asin the case of callsto paging service providers. Webster's
Dictionary, a source authority relied on by AirTouch and PNI,” defines “reciprocate” as. “1: to
give and take mutually 2: to return in kind or degree.”* The interconnection provided by aLEC
to a paging service provider is clearly not areciprocal arrangement. Calls to a paging customer

are originated by a LEC customer and delivered to the paging service provider to activate the

% AirTouch, p. 12; PNI, p. 15.
* Webster's New Collegiate Dictionary (1981).
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individual paging unit. No “telecommunications’ are originated by the paging customer using
either the paging unit or the paging service provider's network for delivery to a customer of a
local exchange service provider. And, unlike other CMRS services, paging customer cannot
even complete “telecommunications’ among themselves using the paging service provider’s
network.

The Comments filed by Kalida Telephone Company are correct that paging service exists
for the convenience and need of paging customers.” A LEC should not be obligated to pay for
the construction and operation of paging service networks simply because interconnection is
required to permit a paging service customer to be notified of a call from a landline or CMRS
telephone customer. Paging service providers should recover the cost of their network as part of
their charges for service provided to their customers. Kalidais correct that the one-way flow of
compensation creates opportunities for abuse and distortion of calling patterns whose sole
purpose is to increase compensation payments.*

Congress did not intend for reciprocal compensation to be applied when compensation
flows exclusively one way. Section 252(d)(2) specifically provides that reciprocal compensation
isto be paid by incumbent LECs only on calls that originate on the network facilities of another
carrier. Since calls do not originate on a paging service provider's network, reciprocal
compensation under Sections 25 1 (b)(2) and 252 (d)(2)(A)(i) is clearly inapplicable. The
Commission should therefore reconsider its previous determination that incumbent LECs must

pay reciprocal compensation to paging service providers.

* Kalida, pp. 3-4.
*1d., pp. 8-9.
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C. The Commission Correctly Concluded That Symmetrical Rates Are
Inapplicable For Termination Rates For Paging Service Providers

If the Commission concludes that compensation should be paid to paging companies, it is
clear that paging company costs are significantly less than the costs of wireline service provider
and must be supported by cost studies. Paging service providers are not entitled to termination
rates equal to the LECs’ termination rate.

AirTouch argues that under Section 252(i), it is entitled to “most favored nation”
protection.” ** The significant point which AirTouch conveniently overlooks is that “most
favored nation protection” is only applicable to any interconnection, service, or network element
provided under an agreement approved under Section 252. Paragraph 13 10 of the Order cited by
AirTouch addressed only the ability of arequesting carrier to elect specific elements versus the
entire agreement.”® As previously described, the Commission has concluded that an incumbent
LEC’s interconnection obligations under Section 252 are limited to CMRS providers which
provide comparable service to telephone exchange service.” Since paging service providers do
not provide service comparable to telephone exchange service, they are not arequesting carrier
and, therefore, interconnection arrangements negotiated between an incumbent LEC and a
telephone exchange service provider pursuant to Section 252 are simply inapplicable to paging
serviceproviders.

The Commission also supported the distinction by examining the fundamental differences

between the LEC wireline network and a paging service network and correctly concluded that

% AirTouch, fl 3.
*®*  AirTouch, p.11-12.
* Order, §1013.
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those differences make it inappropriate to apply its symmetrical rate principle in determining the
applicable termination rate for paging service providers.* Contrary to AirTouch’s and PNI’s
assertion, paging networks are not comprised of similar types and amounts of equipment.

AirTouch has previously acknowledged the significant differences in a paging service provider’s

network:

“As the Commission itself observed, the market for paging and
narrowband PCS serviceis highly competitive with at least five to as
many as fifteen operators in each market. In addition to the large
numbers of channels available, the paging industry has also been
gradually increasing the capacity of its systems. The fastest
technology, Flex, promises to support up to 600,000 digital display
subscribers on a single channdl.... The competitive environment of the
paging and narrowband PS [sic] industry will require that carriers not
charge unjust or unreasonablerates. A reseller faced with such a
situation could either change carriers, or construct its own system.™

AirTouch cannot point to markets in which there are five to fifteen cellular, broadband PCS and
SMR providers who support up to 600,000 customers with single channel, nor who face the
prospect of someone constructing their own system if resale arrangements are unacceptable. The
Commission is correct in its determination that an incumbent LECs’ costs for termination of

traffic should not be used as a proxy for paging providers' costs.”

D. Paging Service Providers Are Not Being Subjected To Discriminatory
Rate Treatment

AirTouch and PNI also argue that excluding paging service providers from CMRS

providers which provide telephone exchange and exchange access will be discriminatory and

“ Order, 9 1092-1093.

61

CC Docket 95- Comments of A1rTouch Commun|cat|ons Inc pp. 16-17 (June 14 1995)
 Order, 9§ 1092.
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place paging services at a competitive disadvantage.® The premise of their argument is that
some cellular and PCS providers have the capability of also providing paging services within
their network. The fact that these cellular and CMRS providers are capable of providing a
service which isfunctionally similar to that provided by paging service providersis not relevant.
The Commission correctly based its conclusion on the fact that a paging service network
is fundamentally different than wireline and cellular networks.* Cellular and PCS providers
which integrate paging capabilities with their cellular and PCS services still use their more
complex network to send the paging notification to acellular or PCS handset. And, unlike one-
way paging service, the recipient of a paging notification on an integrated system can originate a
cal on the cellular or PCS network for completion to a customer on an incumbent LEC’s
wireline network. However, to the extent cellular and PCS providers offer paging services on a
non-integrated basis, the same rates and interconnection arrangements applicable to AirTouch

and PNI’s paging services would be applicable to the non-integrated paging service of those

providers.

% AirTouch, p. 18; PNI, p. 17.
% Order, 7 1092.
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The Commission should reconsideand/or clarify its First Report and Order in this

proceeding as set fortherein.

Dated: October d, 1996
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